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March 10, 2006

VIA ECFS
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I Tel 202 955 3000

Fax 202 955 5564
Holland & Knight LLP
2099 Pennsylvania Avenue, N.W.
Suite 100
Washington, D.C. 20006-6801
www.hklaw.com

George Wheeler
2024577073
george.wheeler@hklaw.com

Federal Communications Commission
445 Twelfth Street, SW, TW-A325
Washington, DC 20554

Re: Ex Parte Presentation
AU Docket No. 06-30

Dear Ms. Dortch:

Pursuant to Section 1.1206 of the Commission's ex parte rules, 47 C.F.R. §1.1206, this
letter is to notify you that on March 10,2006 representatives of United States Cellular
Corporation ("USCC") and of the Rural Telecommunications Group ("RTO") including, for
USCC, Joseph R. Hanley, Vice President - Technology, Telephone and Data Systems, Inc.,
Warren G. Lavey and the undersigned and, for RTO, Kenneth C. Johnson met with Fred
Campbell, Legal Advisor in the office of Chairman Kevin J. Martin, to discuss issues arising in
the above-referenced proceeding.

A copy of the USCC and RTG written presentation is attached.

In the event there are questions regarding this matter, please contact the undersigned.

Cc via e-mail:

Fred.Campbell@fcc.gov

# 3013269_v4
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About RTG
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- RTG is a Section 501 (c)(6) trade association dedicated to promoting
wireless opportunities for rural telecommunications companies
through advocacy and education in a manner that best represents
the interests of its membership.

- RTG's members have joi!ned together to speed delivery of new,
efficient, and innovative telecommunications technologies to the
populations of remote and underserved sections of the country.

-RTG's members provide wireless telecommunications services,
such as cellular telephone service and Personal Communications
Services, among others, to their subscribers.

- RTG'smembers are small businesses serving or seeking to serve
secondary, tertiary and rural markets.

-RTG's members are comprised of both independent wireless
carriers and wireless carriers that are affiliated with rural telephone.
companies.

1



About U.S. Cellular
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• Mid-sized regional provider serving over 5 million customers in
metro areas and some of the most rural corners of the country.

• Focused on exceptional customer experience enabled by superior
customerca,rean~jnetworkinfrastrl.Jcture.

• Continually investing in the expansion and improvement of service ­
approx. $600M a year.

• Quality and customer satisfaction repeatedly validated by multiple
third parties.

• Consistent advocate for small bidder concerns including AWS re­
banding and the threshold problem in package auctions.

-U.S. Cellular andothe!r IDS affiliates have been a(~tive in five FCC
auctions, most recently participating with Carroll Wireless.

• Planning to participate in Auction 66.
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Agenda
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1.Disclosureofbidder~sandbidsiln Auction 66 ''''ill increase
competition and efficiency and will advance other important
FCC policy objectives (Section 309(j))

More valuation certainty means increased smaller bidder participation
and activity

2. A single SMRauction for all AWS-1 licenses promotes the
public interest

Smaller bidders harmed by threshold problem and complexity of
package bidding for any licenses
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• Infrastructure and handsets are not yet developed for this band

• The market for 3G servi,ces is in its infancy

• A large amount of spectrum is being offered with more to come

• The roaming regime for 3G services is yet to be determined

-Incumbent relocatiion4Elndinterfer~~<nceissuesrE~main undecided

Auction 66 is not another auction of P(;S spectrum and bidders cannot
rely on pes transaction data and valuation models to guide their
bidding.
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Bidding information disclosure is critical to
smaller bidder participation in Auction 66
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-Inherent uncertainty of th~i~; au.:tion especially dlisadvantages smailier bidders.

Dependent on larger cc3rriers to drive development of infrastructure,handsE~ts,content and applications

Dependent onlargercc3rriers for roaming arrangerrllents

Many bidders must se(;ureoutside financing to parlticipate in the auction

Risks and disadvantages bec10me even morepronc)unced for the srnallest IJiclders

- Blind bidding tiltsauctioll in flalvor of largerbld(ters.

Fewer interdependencies

More sophisticated valuc3tion Imodelsand auction strategies

With fewer bidders, espE~cially in the REAG blocks, tacit collusion is easier

Information leaks arern()re lik~ely to occur andmon:~ likely to benefit well connected bidders

-Smallbidders are key toa su(:~cessfulauctionand a competitive wiireless market.

Increase competition in the auction and in the marketplace

Technology and service inlnc~"ation

Quality of service in urlderserved· areas

Congressional mandate (30f~j)

The voice of the small bid(1ers themselves is clear. They believe that
disclosure ofbids and bidders is critical to their successful participation in
Auction 66.
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- All acknowledge benefitsfromdisclosurel
•

Greater valuation c~3rtainlty increases bidder participation c3nd auction efficiency

- Incorrect about maturity ot: valuationsanej carrierco·nfiderlc:ein the flexibility of
technologies.

- Focusedpr.imarilyonrevelrluemaximization. Most did not: address efficiency or
statutory policy goalsproJ1noting small bllsiness, competitic)n, diversity and
rural service.

-No evidence of effective strategicdemancj reduction.

-Sandplandoesn't off~elr mclny substitutab~lelicense blocks~.

- No applicable slmulati()ns.

Professor Robert Weber: "With little (if anything) to be gained, and much to
potentially (and likely) be lost, from experimenting with a major change in auction
rules in this important upcoming auction, the FCC is well-advised to maintain its
prior policy of full revelation of bidder identities in the A WS auction. "

6



The FCC should move forward with a single
SMR auction, without package bidding
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• Band plan offers three REAG blocks (no exposure problem).

• Anti-small bidder effects of SMR-PB.

Threshold problem

Complexity

Financing dependent on familiar, tested procedurE~s

• SMR-PB for any AWS licenses - concurrent or sequential ­
causes inefficienc:jies'l

Use of dual auctions with a package bidding component would
compound the complexity ofa large, high stakes auction that is
already fille·d with uncertainty.
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Summary
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• Huge uncertainties affect Auction 66 - AWS is not PCS.

• The uncertainties especially disadvantage smaller bidders.

• Concealment of Ilids and bidder identities wOIJldincrease the
relative disadvantages of otherwise serious small bidders who
will drive competition in the auction and in the marketplace..

• Any form of package bidding would complicate the auction and
further disadvantage small bidders.

• Auction 66 should begin on June 29th and should be conducted
using the proven and tested procedures of successful recent
auctio.ns.
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